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RE: Flags of Convenience -- Curran 


A significant strand in the Kitchin proceeding is the 
Maritime Union's persistent efforts to require American 
shipowners to use American crews. Curran's testimony 
yesterday seeks to use the Cuban crisis to help their 
cause on this issue. 


He argues basically that the foreign flag does not 
control the ships in the interests of the United States, 
as shown by the appearance of Panamanian, Lebonese and 
Liberian ships in Cuba. 


Your prepared statement barely touches on this topic. 
I suggest that it would be worthwhile to add the substance 
of the following 48 an informal pote after your prepared 
statement; a note responding to Curran's statement of 
yesterday. ΤῈ you do not concur in this, then at least 
I think you must be prepared to say something like the 
following in response to questions: 


kkk kk EER 


1. Do not get involved in the manifold pros and cons 
of the flag of convenience issue. 


2, The only point you need to make is that the State 
Department does not feel that the Cuban issue requires that 
drastic action be taken on the flag of convenience problem. 


This is because: 


(a),, Though there have ,been, published statements 
in the press :of last; Friday :to ¢the effect: that US-owned 
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or partly-owned ships of flags of convenience were engaged 
in the Cuban trade, so far as the Maritime Administration 
knows, there is only one instance of this--a single United 


Fruit ship that arrived in Cuba in January of 1962. 


(b) Even if it were true--which it 15 not-- and 
American-owned ships were under foreign flags were calling 
on Cuba, this practice will be stopped by the enforcement 
of the new order now being promulgated by the Administration 
and referred to in your prepared statement--the order for- 
bidding US flag and US-owned ships from going to Cuba. 


Bayless Manning 
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Thre jational Jacttime Unicon, ‘rhosa members sore a heavy 3hare of tha 
sacrificas cequired for victory in ‘Jerld ἋΣ IT, and whese siciis, “edica*icna 
and sacrifice will ἘΦ essential in any future conflict, regards the Soviet 
military buildup in Cuba as a challange that the free world “ust neet, 

Tt 14 for our goverment to determine what military, diplomatic anc 
economic measures it will take, on ita own and with its ailies, to meet 
this challenge, 

For ourselves, 45 ‘ree trace unicnists we consider it our Tignt anc 4 
Saty, regardless of gevarrmen: cclicy, to protess by every rossib-e “ean in 
movement of cargoes anc ships which can help create a Soviet bastion on the 
island, 

The Soviet ailitary 5uildip in Guba has raised nany sericus questions 
eenceming our governrant's relations with nations supresedly a.lied with us 
in defense of the free sorld against Comman ist aggressicn, AS 4 Spexesmen fcr 
ἃ naritime union, I would like to address myself to questions which +* has 
raised conceming our merchant marine policy, 

Since Jorld “lar II, our national policy hes teen one of downgrading *he 
American flag merchant marine, ‘“e have a Law ¢ on the >coks, the Merchant 
Marina att of 1526, which makes it the responsibility of the government ‘os 
prote:+ and promote 2 merchant fleet adequate to our peace tine and vartime 
neacs, ‘e have enacted some legislation which was designed to implement this 


cate, 3ut in practice govermmne neies have sacrificed cur merchant 


marine a8 ἃ sop to foreign govemments, anxious to promote their own fleets, 
ne RC A A  -ἨΦ4Ξ|-7ὺ΄''''»' Ν : 


and to American shipowmaers, who put profita ahead of patriotian, 
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As a result of govemment policies ond lack of policies ὙΣΤῺ regard τὸ 


our own merchant marine, American flag ships have been carrying bareiy ten 
percent of American waterborne foreign commerce, Furthermore, the U.S. 


government, as a matter of nolicy, has actually been fostering the davelopmes = 
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the needs of our im tes chant? ‘ta tifes* cdifsiSe® the “dduse of our Cargo 


Prerecanca Laws oy agencies as the Department of Agrimlture, the State 
Tepartmen:, «he igency for Intemational Osvelopment, end others, 

Ni? Cargo Dre ference Law is suppesed to assure that American flag ships. 
will carry fifty percent of govemment aid cargoes -- not of all American 
cargoes, just of cargoes which are generated under some 38 ὁ ΓᾺ progran,. 
This is certainly only minimum protection, Yet, even this has been constantly 
nibbled at, 

Time and again, when a foreign goverment has asked for special 
dispensation in favor of its cam shipa at the expense of our own, the 0.5, 
department involved has gone to work to gite the foreign goverment what ; 
it wants, 

cur State cspartment offers a sympathetic ear and a helping hand t« 
foreign diplomata vho come here for the purpese of attacicing cur Cargo 
Preference and subsidy laws as "anfair@ to their ships, Even the lefense 
Department has skirted the rules on use of American flag ships for its 
overseas shipnents vy arranging to take title to scms important purchases in 
the country of dsstination, the permitting the seller to use ships of any 
nationality to get the cargoes to tha owrseas ports where cur te fenge 
Tapartment wants ‘them, 

Ἴ4 of the maritime unions, with ths vigorous help of same menbers of 
congress, have done what we could to prevent these abuses, Sometines wo 
have succeeded, often we have not, but always we heve had to battle our wy 
uphill to maintain even the most elementery safeguerds for the American 
merchant marine, 

If there is any explanation for the indifference in government agencies 
© our own needs, it mat be that they consider the building up of the 
merchant fleeta of other nations es essential to free world defense and this 


guest be done even if 15 5058 ainking oar om merchent marine, And, 
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military buildup in Cuba as a challenge that the free world “ust nest, 

It is fer our govermmen: to determina what military, diplomatic and 
economic measures it will take, on its own and with its allies, to meet 
this challenge. 

for curselves, as ‘ree trace unionists we consider 1% our right anc ἃ 
duty, tegardless of gcvermmen:t sclicy, to protest by every pessib-s “eans any 


movement of cargoes and ships which can help create a Soviet bastion on tha 
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The Soviet nilitary buildsp in Cuba has raisad many sericus questicns 
conceming our govarmurent's relations with nations supresedly a.lied with us 
in, defense of the free world against Commnist aggression, AS 4 spexsaman <c: 
a naritime umion, I would like to address myself to questions whic ‘+ has 
caised conceming our merchant marine policy, 

Since Jorld ‘ar ΤΙ, our national policy has been one of downgrading “re 
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56, which makes it the responsinility of tha govemment Ὁ 


prote:: and oremote a merchant Sleat adequate %o our peacetine and wartime 


nesis, “8 have enacted some Isgislation which was designed to implement this 


mandate, Sut in practice govermme neies have sacrificed cur merchant 


marine a8 a sop to foreign govemments, anxious to promote their own fleets, 
re I — : - 


and to Americar shipowners, ‘ho put profits ahead cf patrictisn. 
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As a rasult of govemment nolicies amd lack of policies vita regard τὸ 
sur own merchant marine, American flag ships have been carrying bareiy ten 
narcent of American waterborne foreign coemerce, Furthermore, the U.S. 
govarmment, as ἃ matter of policy, has actually been fostering *he cavelcopme:.- 
of a mammoth fleet of american-owned ships under the flags οὐ Liberia, Paname 
and Honaurags, 


the dangers inherent in both these developments have been forea Sully 
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Gas Cargo Preference Lav is supposed to assure that American flag ships. 
will carry fifty percent of goverment aid cargoes -— not of ail American 
cargoes, just of cargees which are generated under some Pedsral progran. 
This is certainly only minimm protaction, ‘Yet, even this has been constantly 
nibbisd at, 

Time and again, when a foreign government hes asiad for special 
dispensation in favor of its own shipe at the expense of cur om, the Ὃ, ὃς 
department involved has gone to work to give the foreign goverment what 
it wants, 

Cur State Department offers ὁ sympathetic ear and a helping hand to 
foreign diplomats who come here for the purpose of attacking cur Cargo 
Dre ference and subsidy laws ag ‘unfair® to their ships, fven the efense 
Department has skirted the rales on use of Americen flag ships for its 
overseas shipmenta by arranging to take title to soma important purchases in 
tha country of destination, thus permitting the seller to use ships of any 
nationality to get the cargees to the overseas ports where cur Defense 
Tapartnent wants ‘hem, 

va of the maritime wnions, with the vigorous help of same members of 
congress, nave dong what we could to prevent thase abuses, Sometines we 
have suceeedsd, often wa have not, but alveye we heave bad to battle our wy 
uphill to maintain even the nost elementary safeguards for the American 
marchant marine, 

ΤΣ there is any explanation for the indifference in government agencies 
ὁ our own needs, it mst be that they consider ths baiiding up of tha 
merchant fleeta of other natdons as essential to free world defense and this 
mut be done even 15 {Ὁ cosns sinking our om ΞΕ ΤΆΣ" marine, And; 
unfortunately, the one agency responsible for protecting our om merchant 
marine, The Maritime Administration, has been weak eid ineffective, 

Now in the Coben situation, most of these friendly nations whose fleets 
have been fattening m Ager} ean, fone pomap req refuse fe" qnsider the pleas 
of our goverment to neh their ships Prto aiding: ὅπ Sotiet afilitary 
αλλ in Coba, , 
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seas of ὠρῥδσξαλγ᾽ dency nations 


running cargo into Gubavee ‘euststing im stramzthen ing cin island as a 
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Sowiet dase — and coming directly from the island to a U.,3_ port to pick up 
ἃ ὕ.89 foreign aid shipment to be delivered elsewhere, 

AS to tha second of these dswelopments, the encouregement given to the 
creation of a vast “runaway* fleet under the Liberian, Panamanian and indian 
flags, this is an even more striking example of how or national interssts 


have been sacrificed, in this case to satisfy the greed of American shipowmers, 


The flags of these nations cover a fleet of some 1, HO wssels, totaling 
more than 20—aillion tons, About half of it 15 imericamcwned, smerican 
interests are involwed in a far greater share of it, 

A phenomenal rise in thiz runaway fleet began shortly after the Xorean 
wer and the mucleus om which it began this rise was mace up of American shire 
transferred foreign with goverment permission, In 1955, shortly after the 
bars against foreign trensfer pf American wareduilt shipping were relexed, 
the Gowermment adopted what is know as the “effective caitroal"® policy, 
Under it a large propertion of the smerican-owmned Liberian, Panesanien and 
Bmduren flag shipe are officially recogised ae Sunder effective cmtrel 
for defense purposes", In other words, the Defense Dspartment regards these 
ships -α under foreign flags, menned by foreign crews, sutside the control 
even of the 0,3, Coast Guard as far as loyalty of tha crew and safety of 
the ship are concerned — as part of our sereiant marine, ‘ihen it comes‘ to 
considering vhether our merchent marine is adequate for defense purposes, 
thase ships ara counted in. 

tre folly of this policy, and of the whole buildup of the mmeway flag 
fleat has been made olear in the Cuban situation, Ships flying these 
‘runaway flags" have been part of the Soviet siuttle to Cuba, Some of the 
ships in that traffic ware built in tha 0,5. and were tree ferred mt of 
U.S. jurisdiction to one of the * runaway" flags, although now by subsequent 
trmefers thy may be under seme other registry, 
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the Liberian, aScpupen thn’ cad deddinas -Ghiede berg -bedad οἱ aasistance to 
the Soviets in the cold var before this, ‘hen 1 was in Odessa, 7.3.3.2, 
‘wo years ago with an ‘DL delegation, we saw soma of these ships in the 
harbor there, We were told that 6 of these ships had sailed into Black Sea 
ports within a sixemonth period, 

The Cuban situation has made clear the dengercus felly of our naritine 
policies since Yorld ar II, it hee made clear that the United States cannot 
rely on the fleets of friendly nations for the maritime strength ths 0.5, needs, 
In the same way that we camnot count on these nations to restrict their shins 
from assisting a military buildrp 90 miles from our shores, we cannot coun: & 
thess nations to wake their ships available to us for what we may regard as 
an operation essential to cur security end that of the free world, 

Bven clearer should be the folly of our support of the PanLibfon fleet 
and our recogition of a part of that fleet aa under "effective caitrel*, 

If any of these countries goes the way.of Cuba under Castro, what control 
can ve exert over these shipe? What control do we exert if the master or 
emew of one of these ships decides te make it available to the enemy? Mar 
froma being under anything lide ‘effective control", the ῬΕΏΣ Ὁ [Ὁ fleet for 
the moet part comprises e vest "available force, availabis to the highest 
bidder, regardisss of politics or PUTEOSEs | 

As en immediate mearure, where govemmente refuse to restrict ths 
participation of their shipe in Caben traffic, cur Goverment should compis tely 
exclnds ships of those countries from carrying any of car gove mnen t=gene re ted 
CAP ZOSS « 

The Government should 4180 sbendon the dangerous “effective contre)" 
hoax and eliminate the tax benefits, govemment protection and the other 
in ἂς cenenta which great American corporations now have for operating ships 
under Penemanian, Liberian end Hondaren f1agse 

We should immediately and completely halt the transfer of americen—built 
shise2 to foreign registries, Regardless of any paper *controls® put om them, 
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creation of a vest "runaway® fleet under the Liberian, Penmenian and Hndiren 

flags, this is an even nore striking example of how our national interests 

have been sacrificed, in this cass to satisfy the greed of imerican shizomers. 
the flags of these nations cover a fleet of some 1, 00 vessels, totaling 

more then 20«aillion tons, About half of it is American-cmed, smerican 

interests are involwed in a far greater share of it. 

Α phenomenal rise in this runaway fleet began shortly efter tna Korean 
war and the muclous on which it began this rise was made up of American shire 
transferred foreign with gove mnent permission, In 1955, shortly after the 
bars against foreign transfer of imerican war-bdullt shipping were relaxed, 
the Government adopted whet is known ss the "effective cantrol* policy, 

Under it a large proportion of the Awerioan-owned Liberian, Panamanian and 
Bndirean flag ships are offietally recognised as “under effective cemtrel 
for defense purpeses*, Ii other words, the Defense Tepartment regards these 
ships -- under foreign flags, menned by foreign crew, exrteide tha control 
even of the 0,5, Coast Guard ag far as loyalty of the crew and safety of 
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ths snip are concemed — 844 part of car merchant marine, When it canes’ to 
considering whether our merchant marine is adequate for defense purposes, 
these ships are coonted in. 

fre folly of this policy, and of the whole buildup of the rmaway flag 
fleet has been made clear in the Cuban situation, Ships flying these 
Pruneway flags® have been part of the Sovist simttle to Cuba, Some of the 
ehipa in that traffic were mails in the 0,S. and were trmsferred ot of 
eS. jurisdiction to one of tha " runaway" flags, although now by subsequent 
trunsfere they may be uncer seme other registry. 

american monsy is involved in neny of these mmaway flag ships, Since 
the financial wakeup of ἃ ship is generally a tangled and slippery web, it 
would require the resources end powers of a congressional committee tc 
determine the identity and artes of these interests, . Macy. of the ships 
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porte within ἃ sixemonth period, 

The Cuban situation has made clear the dangerous folly of cur maritime 
policies since Yorld Yar IT, It hes made claar thet the United States cannot 
rely om the fleets of friendly nations for the maritime strength the 0,38, needs, 
In the same way that we cannot count on these nations to restrict thsir ships 
from assisting a military buildup 90 alles from wr shores, we ΠΟ com: on 
these nations to make their ships available to us for whet we may regard as 
a8 operation essentigl] to our security and that of the free world, 

Sven clearer should be the folly of our aupport of the PanLibion fleet 
and cur recognition of a part of that fleet as under "effective emtrel®, 

If any of these countries goes the way of Cube under Castro, what control 
oan we exert over thuge ships? What control do we exert if the mastar or 
crew of me of these shipe decides to meke it available to the enemy? Far 
from being under enything lile “effective control", the Peniibioo fleet for 
tha most part comprises ἃ vast "availed let feree, available to the highest 
bidder, regardless of polities or purpose, | 

AS an immediate measure, where govemments refuse to restrict the 
participation of their ships in Cuban traffic, cur Government should completely 
Χασσάν ships of those countries from carrying my of cur gove mnen t—gene re ted 
Cargees., | 

The Goverment should also sbandon the dangerous "effective control? 
hoax and eliminate the tax benefits, goverment protection and the other 
in@ucements which great American corporations now have for operating ships 
undsr Panemanian, Liberian and Honduran flags. 

We ehould imediately and completely helt the transfer of imeriomncui?t 
anije to foreign registries, Aegardlaae of any pager Temtrels? pat on them, 
these shipa are aveflabls for hostile use, either directly or by relieving 
other tonnage for uge against us, 
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Our cargo preference laws should be strengthened, expanded and effectively 
administered in order to assure American ships of a fair share of American 
cargoes. We must stop the sacrifice of our own national interests in order %o 
please comtrises which are out ἴο taka everything they cen from us in this 
field, 

Ths time is long past due for the United States to build a merchant 
marina which befits 119 position of world leadership and its world=wide 
responsibilities, It is unfortunate that it took something like the building 

of a Soviet arsenal in Cuba to makes the nation see the need, 
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